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UNITED STATES SAIZS OF WHEAT TC TilE SOVIET UFION,

AS RELATED TO THE U.8. TAYPAYER ~ . i

£
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.. 'Ivo sales of United States wheat were made to the S;viet' ' '
-Uhion: one of 57.0 million bushels (1,006,433 metric tons) byl;,i 7;3¥ 
the Continental Grain Company, and one of 28.6 million bushels
(778,687 metric tons) by Cargill, Inc. These shipments were mede
in 1964, totaling 65.6 million bushels, included some overage es
gllowed in the contracts, and were therefore somewhat larger th

the amounits shown in the original smnouncerments. Both of these

gales were comercial transactions, for cash, bebween the exporter
end the Soviet buying sgency. The exporters received prompt paymgnt
Tor individual cargoecs upon campletion of loading and the presen: |
tetlon of the necessary Qocuwments. Payment in full on a c.i.T.

basis totaled $1L40.2 million, or an average of $78.55 per tan

{42.14 per bushel). The Export-Import Bank hed euthority to guaran-
fee commercial credit, but the So?iet buying agency did noﬁ ask

for credit.‘jf:z%?h"'

Wheat supp‘ies for these ealcs, like those for other com@efciai :

transactions, came from 0pen market stocks, frcm thc Cormodity Credit

;\COrporatlon (CCC) throuuh redemption of paymﬁnt in- ind certiflcates,'

and from CCC thfough direct purchases at the statutory rmirdmum price.




Soviet Union y J(;h«&) Beme as those to any other destination.

Since 1938, under verious government programs to eupport the price
of certain farm products, the domestic price of U.S. wheat has

tended 1o be higher than the world price. In order to ensble U.8.

vheat to compete 4n the world market, foreign sales must be essisted -

by export payments or subsidies. These export payments, which comf’
pensate the difference between the world market price end the higher .

supported dozestic prices received by U.S5. fermers, ere mede to the :

exporter in the form of payment-in-kind certificates which represent
Govern.«cr\‘c:c wned wheat held by the Carmodity Credit Corporation. .
These export payments compensate the ecyporter for the loss he would |
otherwise suffer by buying high end sclling low. It is the U.S.
farmer who actuelly receives the benefit, because the payment is
part of the program reinteining his domestic wheat prices at levei‘s.
higher than world prices. The U.B. farmer receives the subeidy

vhen he delivers his w ea’c to the Covermment, rezardless of whether

the vheat is exported or not. The export payment applies to all

comercial sales and therefore was evplicable to 1:_he sales to the

E:rport pa.yment rates are announced ds.il,y by the U.s. Department‘
of Agriculture for the key classes of wheat on all coasts of export. .-
These rates vary because of changes in the difference between

dcrrestic and world market prices and also vary by port of export




because wheeb-producing crees ave et different distences from ports.
srnouncenent of these export psyment rates constitutes an offer by :

the government to pay the stated amount per bushel for any wheat ‘ R
s0ld for export during the 2’+-bour period between dsily subaldy |
gnnouncenentg. # : ' i : ; '

The total subsidy, or export pay: cutmin-‘m.r"l, on the 65.6
million bushels sold to the Soviet Union emounted to sbout $il
million or an average of approximately 67 cents per bushel. The
export vayment rates for theee shivments ranged from 51 cents per
bushel for whits wheat, to 6&..-«»\ cents per bushel for herd winter
wheat, to 72~CL cents per bushel for durtm wneat.

The magnitude of the exmort payment rate on durum wheat raised
cherges in Congress and elsecwhere that the American taxpayer vas - |
picking up part of the shipping costs in order to complete the sale.
Cne of the ccnditions the U.S. placed on the sale of its wheat to

tne Boviet Union vwas that one-half of the wheat be haunled in U.B.

vesgels. In carly Jenuvary 195k, when the se.le was made by Contim ;’;! 5.

ental CGrain CoznPany, frcight rates on U S.-owned shlps vere e.s much

% The export payment rate on durum vheat i§ on a bid besis. The
bid basis for determining export psyments on durum was put into — |
effect in the sumer of 1963 to keep U.8. export prices as respon-
sive e8 possible to sporadic world demand. -
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) es &8 to $10 higher per metric ten than those charged by foreign

ships for the U.B8.-t0-USSR run. The Soviet Union hed refused to

! buy U.S. wheat at prices which included these higher shipping costs.i
The export payment rate of 72:73 cents per bushel authori%ed to - 3 .
Continental Graih Company for the durum wheat (about one:third of; i?ﬁfﬁ-'
the total wheat sales) was lh:ls cents per bushel higher than the o
rete thaet the USPA had poid con other recent subsidized sales to

Free Vorld coumntries for this tyte of wheet. It was charged that

this difference {which emounied to between $5 end $5 per ton) cone
Q pe

stituted an indirect transvortetion subsidy. USDA officials denied
that the larzer subsidy was in axy woy an sttempt to offeet shipping
costs. They said they would heve approved & T2-cent subsidy ai

the time on eny transaction in durmm wheal as lerge as the Rﬁssiaht
sale, "regardless of the country of destinetion." Secrctary of
Cermerce Hodges, hovever, reportedly steled at e press conference
that, "it is my understending that the price of scme of the vheat

wes set so the seller would be sble to sbsord part of the shipping

~ - T

e sale of 65.6 million bushels of wheat contributed signifi

cantly to the increased U.S. experts of vheat under cammercial

terms in the trede year 1963/6h; this amoust constituted almost

e e s 68 5 s o b e A < e e

20 percent of the record cormercial exports of 340 million bushels

< b



Kansas City hard), compared with £2.00 pex bushel a year ago.

estimated for the period 1 July 19533 .- 30 June 1564.% The Eoviet
Union paid cash end did not utilize short:term credit possibilities.
Carryover stocks of wheat in the U.B. on 1 July 1964 totaled 900 -
million bushels, 299 million below that of a year earlier and the :
smallest cerryover since 1958. U.S. Department of Agriculture R
officials rave cstimated thet a year's storege paysents on the
quantity of wheat sold to the Sovict Union wowld emount to $85:
$3 million, an annual saving to the taxpayer of about one:fifth
of the export subsidy. The net amcunt reallzed from the sales

to the USSR, avout $115 million, has aided the U.S. balence of
paymznts position by reducing the 1004 deficit significantly.

In the year beginrning 1 July 196k, 1% is expected that the
exvort subsidy vayments on cormerciel ealss of vheat to eny country
will be considerebly less then the average of scme 60 cents per
bushels peid Quring the preceding year. The national average
darestic sguprort rate for wheat, under the new program which went
into effect in July 1664, is ebout 50 cente per bushel less than

8 year ago. ZLargely as & consequence of lover support payments,

-VU;S; vheat today (August 26) 18 selling for $i.57 pér bughel (50.2:, i

i
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¥ The remainder of the exports in 1953/6k, sbout 520 million bushels,

- were shipped under the Food-for-Pesce program, largely PL-L80 sales.
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~ -20rt payments will continue 0 be role when the rerket price
: | of wheat plus the cost of export certificates raise the U.s.
j ] export prices sbove "world prices." It is expected, hovever,
P -
i . :
P that the new vheat progran vwill nesn subctantially reduced out-
. '
o - :
R . lays from the U.S. Treasury for whest export payments,
.
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